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(ii) The LGD of the guarantee or
credit derivative, if the guarantee or
credit derivative does not provide the
national bank or Federal savings asso-
ciation with the option to receive im-
mediate payout on triggering the pro-
tection; and

(5) pos (asset value correlation of the
obligor) is calculated according to the
appropriate formula for (R) provided in
Table 1 in §3.131, with PD equal to PD,.

(6) b (maturity adjustment coeffi-
cient) is calculated according to the
formula for b provided in Table 1 in
§3.131, with PD equal to the lesser of
PD, and PD,; and

(7) M (maturity) is the effective ma-
turity of the guarantee or credit deriv-
ative, which may not be less than one
year or greater than five years.

§3.136 Unsettled transactions.

(a) Definitions. For purposes of this
section:

(1) Delivery-versus-payment (DvP)
transaction means a securities or com-
modities transaction in which the
buyer is obligated to make payment
only if the seller has made delivery of
the securities or commodities and the
seller is obligated to deliver the securi-
ties or commodities only if the buyer
has made payment.

(2) Payment-versus-payment (PvP)
transaction means a foreign exchange
transaction in which each
counterparty is obligated to make a
final transfer of one or more currencies
only if the other counterparty has
made a final transfer of one or more
currencies.

(3) A transaction has a normal settle-
ment period if the contractual settle-
ment period for the transaction is
equal to or less than the market stand-
ard for the instrument underlying the
transaction and equal to or less than
five business days.

(4) The positive current exposure of a
national bank or Federal savings asso-
ciation for a transaction is the dif-
ference between the transaction value
at the agreed settlement price and the
current market price of the trans-
action, if the difference results in a
credit exposure of the national bank or
Federal savings association to the
counterparty.
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(b) Scope. This section applies to all
transactions involving securities, for-
eign exchange instruments, and com-
modities that have a risk of delayed
settlement or delivery. This section
does not apply to:

(1) Cleared transactions that are sub-
ject to daily marking-to-market and
daily receipt and payment of variation
margin;

(2) Repo-style transactions, including
unsettled repo-style transactions
(which are addressed in §§3.131 and 132);

(3) One-way cash payments on OTC
derivative contracts (which are ad-
dressed in §§3. 131 and 132); or

(4) Transactions with a contractual
settlement period that is longer than
the normal settlement period (which
are treated as OTC derivative contracts
and addressed in §§3.131 and 132).

(c) System-wide failures. In the case of
a system-wide failure of a settlement
or clearing system, or a central
counterparty, the OCC may waive risk-
based capital requirements for unset-
tled and failed transactions until the
situation is rectified.

(d) Delivery-versus-payment (DvP) and
payment-versus-payment (PvP) trans-
actions. A national bank or Federal
savings association must hold risk-
based capital against any DvP or PvP
transaction with a normal settlement
period if the national bank’s or Federal
savings association’s counterparty has
not made delivery or payment within
five business days after the settlement
date. The national bank or Federal sav-
ings association must determine its
risk-weighted asset amount for such a
transaction by multiplying the positive
current exposure of the transaction for
the national bank or Federal savings
association by the appropriate risk
weight in Table 1 to §3.136.

TABLE 1 TO § 3.136—RISK WEIGHTS FOR
UNSETTLED DVP AND PVP TRANSACTIONS

Risk weight to
be applied to

Number of business days after contractual positive

settlement date current
exposure
(in percent)

From 5 to 15 100
From 16 to 30 . 625
From 31 to 45 . . 937.5
46 or more ...... . 1,250
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(e) Non-DvP/mon-PvP (non-delivery-
versus-payment/non-payment-versus-pay-
ment) transactions. (1) A national bank
or Federal savings association must
hold risk-based capital against any
non-DvP/non-PvP transaction with a
normal settlement period if the na-
tional bank or Federal savings associa-
tion has delivered cash, securities,
commodities, or currencies to its
counterparty but has not received its
corresponding deliverables by the end
of the same business day. The national
bank or Federal savings association
must continue to hold risk-based cap-
ital against the transaction until the
national bank or Federal savings asso-
ciation has received its corresponding
deliverables.

(2) From the business day after the
national bank or Federal savings asso-
ciation has made its delivery until five
business days after the counterparty
delivery is due, the national bank or
Federal savings association must cal-
culate its risk-based capital require-
ment for the transaction by treating
the current fair value of the
deliverables owed to the national bank
or Federal savings association as a
wholesale exposure.

(i) A national bank or Federal sav-
ings association may use a 45 percent
LGD for the transaction rather than
estimating LGD for the transaction
provided the national bank or Federal
savings association uses the 45 percent
LGD for all transactions described in
§3.135(e)(1) and (e)(2).

(ii) A national bank or Federal sav-
ings association may use a 100 percent
risk weight for the transaction pro-
vided the national bank or Federal sav-
ings association uses this risk weight
for all transactions described in
§§3.135(e)(1) and (e)(2).

(3) If the national bank or Federal
savings association has not received its
deliverables by the fifth business day
after the counterparty delivery was
due, the national bank or Federal sav-
ings association must apply a 1,250 per-
cent risk weight to the current fair
value of the deliverables owed to the
national bank or Federal savings asso-
ciation.

(f) Total risk-weighted assets for unset-
tled transactions. Total risk-weighted
assets for unsettled transactions is the

§3.141

sum of the risk-weighted asset
amounts of all DvP, PvP, and non-DvP/
non-PvP transactions.

§§3.137-3.140 [Reserved]

RISK-WEIGHTED ASSETS FOR
SECURITIZATION EXPOSURES

§3.141 Operational criteria for recog-
nizing the transfer of risk.

(a) Operational criteria for traditional
securitications. A national bank or Fed-
eral savings association that transfers
exposures it has originated or pur-
chased to a securitization SPE or other
third party in connection with a tradi-
tional securitization may exclude the
exposures from the calculation of its
risk-weighted assets only if each of the
conditions in this paragraph (a) is sat-
isfied. A national bank or Federal sav-
ings association that meets these con-
ditions must hold risk-based capital
against any securitization exposures it
retains in connection with the
securitization. A national bank or Fed-
eral savings association that fails to
meet these conditions must hold risk-
based capital against the transferred
exposures as if they had not been
securitized and must deduct from com-
mon equity tier 1 capital any after-tax
gain-on-sale resulting from the trans-
action. The conditions are:

(1) The exposures are not reported on
the national bank’s or Federal savings
association’s consolidated balance
sheet under GAAP;

(2) The national bank or Federal sav-
ings association has transferred to one
or more third parties credit risk associ-
ated with the underlying exposures;

(3) Any clean-up calls relating to the
securitization are eligible clean-up
calls; and

(4) The securitization does not:

(i) Include one or more underlying
exposures in which the borrower is per-
mitted to vary the drawn amount with-
in an agreed limit under a line of cred-
it; and

(ii) Contain an early amortization
provision.

(b) Operational criteria for synthetic
securitizations. For synthetic
securitizations, a mnational bank or
Federal savings association may recog-
nize for risk-based capital purposes
under this subpart the use of a credit
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